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BELGIAN KEY ECONOMIC INDICATORS 


In Billions of current U.S. dollars unless noted 


Income/Production/Employment 


Population (millions) 


GDP (nominal) 


GDP per capita (dollars) 


GNP (nominal) 


Industrial Production (1975=100) 
Labor Force (1,000s) 
Unemployment (avg % for year) 
Average Hourly Wage (1975=100) 
Government Deficit as % of GNP 


Money and Prices 


Money Supply (M1) 
Public Debt 


Foreign Debt (year end) 
Reserve Money(year end) 
Average Discount Rate (%) 
Wholesale Prices (1980=100) 
Consumer Prices (1980=100) 
BF/S Average Exchange Rate 


1984 


9.857 
77.05 
7,106 
77.56 
116.8 
4,211 
1340 

195.5 
-11.2 


17.60 
73.78 
17.61 
6.91 
11.0 
131.7 
134.0 
57.8 


1985 


9.858 
81.70 
9,958 
80.15 
119.0 
4,236 
12.3 

203.0 
-11.9 


17.70 
80.84 
16.67 
6.64 
a..9 
131.73 
140.5 
59.6 


Merchandise Trade Balance/Balance of Payments (*) 


Exports (FOB) 


Exports to US 
Exports to EEC 


Imports (CIF) 


Imports from US 
Imports from EEC 
Merchandise Trade Balance 


With US 
With EEC 
Service Balance 


Current Account Balance 
Terms of Trade (% ch year ago) 


51.70 
3.137 


35.628 


55.25 
3.326 


36.918 


~3.83 
-0.19 
“lao 
1.23 
0.11 
1.0 


53.66 
3.402 
37.061 
56.05 
3.185 
38.177 
“Zoo 
0.22 
-1.12 
1.10 
0.68 
1.7 


1986 


9.885 
114.50 
11,583 
114.40 
123.0 
4,203 
22.2 
209.1 
-10.9 


70.05 
3.672 
50.592 
70.02 
3.670 
48.683 
+0.03 
0.002 
1.909 
1.51 
3.56 
7.3 


*Statistics are for the Belgium-Luxembourg Economic Union 


Forecast 
1987 


9.895 
140.80 
14,229 
137.77 
123.0 
4,200 
12.1 
213.3 
-8.2 


31.58 
147.82 
NA 

NA 

7.7 
122.7 
144.7 


Main exports to the United States (1986): Diamonds, passenger motor 
vehicles, films, silver, spare parts (motors) and iron. 
Main imports from the United States (1986): Coal, soybeans, diamonds, 
aircraft and data processing machinery. 

Sources: Banque Nationale de Belgique, Institut National de 
Statistique, Data Resources Incorporated, IMF. 





SUMMARY * 


Being highly dependent on foreign trade, Belgium profited greatly from 
last year’s fall of the dollar and oil prices. Terms of trade improved 
by 7.5 percent and real GNP grew by 2.3 percent. These positive external 
factors now have a reduced impact on economic growth. Domestic factors, 
however, seem to be taking over. Investment, consumption, and 
construction are going strong after the heavy shakeup of the early 
eighties. For 1987, the current account surplus is estimated at 2.6 
percent of GNP. The Belgian franc (BF) has strengthened its position on 
foreign exchange markets, and the public authorities no longer need to 
resort to foreign borrowing to finance their deficit. 


The budget deficit is still casting a huge shadow on the economy. After 
successfully implementing the 1986-1987 austerity plan (designed to 
reduce the deficit from 10.2 to 8.2 percent of GNP), the Belgian 
authorities now seem to have difficulties in finding new areas where 
substantial cuts are both possible and politically feasible. For 1988, 
the deficit target has been set at 7.4 percent of GNP. In line with 
international policy trends, the Belgian Government has proposed for 1988 
a limited BF 7 billion privatization program. Of even greater importance 
is the personal income tax reform announced for 1989 and aimed at a 
substantial reduction of the tax rates. The ultimate target for 1993 
would be a maximum marginal rate of 50 percent, versus the current 72.5 
percent. 


A note of caution must be interjected. The resignation of the Martens VI 
coalition government on October 19 indicates the weakness of any 


coalition government. The new Martens government recently restored to 
power is another right-center coalition that is expected to continue with 
the economic reforms without major changes in direction. 


CURRENT ECONOMIC SITUATION AND TRENDS 


THE ECONOMY: AN ENCOURAGING UPTURN: In 1986, the Belgian economy largely 
profited from external developments. The fall in oil prices and the 
lower dollar caused the terms of trade to improve by 7.5 percent. As a 
result, GNP grew by 2.1 percent, still below the European Community 
(EC)-12 average of 2.5 percent, but substantially better than the 1.5 
percent in 1985. Although the 1.2 percent terms of trade improvement 
forecast for this year will put the burden of further recovery on 
domestic factors, there seems to be some cause for optimism. During the 
first five months of 1987, capital investment was 8.7 percent greater 
than one year ago. With an increase of 16.4 percent, the service sector 
is the driving force here, while the declining industrial sector posted 
some disappointing results. There are also indications that domestic 
consumption is picking up, thus replacing foreign trade as the most 
important growth factor. On the other hand, the sharp reduction in 
government consumption and investment (from 22 to 17 percent of GNP 
between 1982 and 1987) undoubtedly has had a deflationary impact on the 
economy. Still, the earlier forecasts of 1987 GNP growth ranging 


*This report was prepared in November 1987. 
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between 1.1 and 1.3 percent now seem a little too pessimistic: 1.7 
percent is probably a more realistic one. 


CURRENT ACCOUNT SURPLUS: Preliminary Belgian customs statistics 

indicate that the merchandise trade balance was almost in equilibrium 
during the first six months of 1987. Cumulative imports amounted to BF 
1,538 billion against cumulative exports of BF 1,537 billion. Among the 
fastest growing export products are footwear, transport equipment, paper, 
and glass. On the import side, the drop in energy prices is still the 
single most important element contributing to this equilibrium. With the 
service balance further improving and net capital outflow halted, the 
current account surplus is estimated at 2.6 percent of GNP at the end of 
this year. 


Another important factor in this growing current account surplus is the 
improved position of the Belgian franc on the foreign exchange markets. 
Since the realignment of the European Monetary System (EMS) in January of 
this year, the Belgian authorities made it clear that they want to return 
to their monetary policies of the mid-seventies, when the Belgian franc 
followed the stronger currencies in the EMS (the Deutsche Mark and the 
Dutch Guilder). Thus, since January, the National Bank of Belgium was 
able to rebuild its foreign currency reserves by BF 72.2 billion. 


Invisible trade (travel and investment income) is another aspect of the 
balance of payments which the Belgian Government is trying to improve. 
The Belgian Committee for Invisible Earnings, composed of both government 


and private sector representatives, is currently studying several ways to 
improve this often-neglected side of the balance of payments problem. 
Improving Belgian telecommunications to attract more foreign business, 
bringing the Brussels stock exchange to the attention of a wider 
international audience, and making Belgian insurance companies more 
competitive abroad are all important topics on the Committee’s agenda. 


A_ SHRINKING BUDGET: The single most important burden on the Belgian 
economy in the early eighties was undoubtedly the size of the 
government’s budget deficit. From a record-high 14.3 percent of GNP in 
1981, it has gradually been reduced to 10.2 percent in 1986 and probably 
to 8.2 percent by the end of 1987. Although the Government seems to have 
been rather successful in implementing its June 1986 austerity package 
(involving a total BF 195 billion in savings by the end of this year), it 
recognizes that it still has a considerable way to go. With total 
government debt amounting to 110 percent of GNP in 1987 and 24 percent of 
government expenditure going to the interest payments on that debt, the 
budget deficit needs to be reduced to 4 percent of GNP before the 
snowballing interest payments can be brought to a standstill. 


For 1988, the Belgian Government has announced a budget deficit of 7.4 
percent of GNP, indicating that a repetition of last year’s "budget 
shrinkage" operation was no longer in the cards. It is becoming 
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increasingly difficult to find areas in the budget which can be cut 
without creating additional political problems or exacerbating an 
already delicate political balance. This was probably the main reason 
why the Belgian Government last August finally agreed on two programs 
which have been on the agenda of the Liberal (right-Conservative) 
parties for some time -- tax reform and privatization. 


TAX REFORM: On August 10, the Belgian Government agreed to introduce 
legislation in Parliament with the aim of drastically reforming the 
Belgian personal income tax system as of January 1, 1989. The main 
features of the proposed plan include separate taxation on the incomes 
of husband and wife, generous deductions for families with three or more 
children, and a gradual reduction, between 1989 and 1993, of the 14 
existing brackets to five. In 1993, the highest rate will be 50 
percent: today it is 72.5 percent, one of the highest in Europe. In 
1989, the first year of its anticipated application, this plan is 
estimated to cost some BF 40 billion. At full cruise speed, in 1993, 
the total cost is estimated at BF 89 billion. Since the present budget 
situation provides no room for a reduction in government revenues, the 
plan must be compensated for by new revenue sources, such as imposing a 
minimum tax on all companies and closing various loopholes (such as 
deductions on the individual tax return). Nevertheless, the tax reform 
plan is thought to be covered for only fifty percent, with the remaining 
fifty percent to come from the induced supply-and demand side effects of 
the plan, i.e. the expectation that people will produce and consume more 
as a result of their increased disposable income. Corporate taxation 


remains virtually untouched by this plan, i.e., 43 percent corporate 
taxation, 57 percent on the dividend and an 8.55 percent capital 
withholding tax. 


LIMITED PRIVATIZATION PROGRAM: Although public sector ownership is not 
as widespread in Belgium as in other West European countries, there are 
quite a few sectors where the public sector has a quasi-monopoly 
position: gas, steel, coal, electricity, telecommunications, and public 
transport. Since the coalition partners in the Belgian Government have 
tended to disagree on the size of any privatization operation, the 
Government recently embarked on a very limited program for 1988, aimed 
at the Brussels Airport Authority, Distrigaz (a gas distributor), and 
the Caisse Generale d’Epargne et de Retraite (a savings bank). The sale 
of the latter two operations is estimated to raise some BF 7 billion in 
new revenue for the Government. 


If the sales prove to be successful, the National Investment Company 
(NIC), a BF 17 billion investment bank, is likely to become the next 
candidate. Depending on the stock exchange climate, the procedure may 
differ slightly, but the Belgian Government has clearly agreed on an 
institutional framework to deal with privatization and has issued 
general guidelines (on flotation, capital increase, or more managerial 
freedom in exchange for lower government subsidies) and established a 
preliminary timetable. Estimates of the total sum the Belgian 
Government could harvest through privatization of most of its public 
sector enterprises vary between BF 60 and BF 100 billion. 





UNEMPLOYMENT: STABLE: With an unemployment level at 12.2 percent of the 
active population, Belgium is still slightly above the EC-9 average (data 
for Spain, Portugal, and Greece are not yet included in the statistics) 
of 11.8 percent, but there has definitely been some recent improvement. 
Since the beginning of 1986, the unemployment figures have stabilized 
somewhat at around 500,000. Underlying that figure are several divergent 
trends. Youth unemployment registered 111,962 as of November 1987, down 
from an all-time high of 175,000 in 1983. This positive trend is mainly 
due to demographic factors. On the other hand, the number of newly 
created jobs in the private sector is estimated at 17,000 for the whole 
of 1987, but this figure will be largely offset by the reduction of some 
10,000 jobs in the public sector. The number of part-time jobs (not 
included in the unemployment statistics), however, has almost doubled in 
ten years’ time. Currently, there are some 320,000 people working 
part-time, 85 percent of whom are women. 


At present, however, the most worrisome aspect of the unemployment 
problem in Belgium is its structural nature of its 500,000 unemployed. 
More than 170,000 have been out of work for two years or more and have at 
best completed only junior high school. It is difficult to see how these 
people will ever find a job without massive retraining programs, for 
which there is currently very little money. 


POLITICAL UNCERTAINTY: On October 19, King Baudouin accepted the Belgian 
Government’s resignation over a politically sensitive linguistic dispute 
between Dutch speakers and French speakers, a recurring theme in Belgian 
politics. An interim government (Martens VII) was formed with the same 
Christian Democratic/Liberal coalition partners, mandated to handle 
current affairs and to prepare a revision of certain articles of the 
Constitution, aimed at greater federalization of the Belgian state. 
Elections were held on December 13 and a Martens coalition continued. In 
the long run, a main danger for the economy consists of a renewed 
interest in and preoccupation with linguistic issues, with a resulting 
neglect of the country’s economic problems. As a consequence, the budget 
deficit could get rapidly out of control once again. 


IMPLICATIONS FOR THE UNITED STATES 


The climate for U.S. exports to Belgium remains hospitable as the dollar 
continues its fall against the Belgian franc and other West European 
currencies. A new aggressiveness on the part of U.S. exporters on the 
local market has also contributed to making Belgium one of the very few 
European countries with which the United States still maintains a 
balanced trade. Belgium remains a demanding market seeking 
competitively-priced products adapted to sophisticated local tastes. 


Belgium’s economy is highly dependent on foreign trade, with one of the 
highest export-to-production ratios in Europe. Exports to Belgium are 
frequently re-exported, with and without value added. U.S. companies 





should think in terms of what can be sold through Belgium as well as to 
Belgium. Despite the Government’s austerity program, capital 
investment goods for the manufacturing industries offer steady 
prospects for U.S. exports to Belgium. New high tech products will 
also find willing customers in this experimental test market, and 


imports of U.S.-sourced consumer goods can be expected to increase if 
the dollar remains low. 


TRADE OPPORTUNITES: The sectors described below have been chosen as 
"best prospects" based on their expected growth rates and on the 
ability of U.S. industry to fill Belgium’s import needs. Prices are 
calculated on an average of BF 37 equals 1 U.S. dollar. 


Computers: The estimated value of the Belgian computer hardware market 
in 1987 is $932 million, with hardware of American design accounting 
for approximately 70 percent of the total. Annual real growth of 15 
percent is expected through 1990. American equipment dominates among 
mainframes and non-UNIX minis, while micros are increasingly being 
imported from European manufacturers. Micro clones from the Far East 
are also gaining a secure foothold in certain areas of the market. 
Local industry sources have stressed that the mainframe market is 
saturated, with future sales limited to replacing existing equipment. 


At present, the minicomputer market, with an estimated 55 percent share 
of the total installed base, is the most promising sector for hardware 
manufacturers. Personal computers (PCs) are also enjoying growing 
popularity, as their processing power expands and their prices fall. 
For Belgium, a country with few large companies and many 
small-to-medium sized firms, minicomputers, and particularly PCs, 
provide an affordable way of becoming computerized. 


Belgium is almost totally dependent upon foreign suppliers for its 
computer-related needs. U.S. products will continue to dominate the 
hardware market in Belgium, though there is increasingly stiff 
competition from producers of lower-end machines and the 
newly-introduced UNIX-compatible minis. In this emerging multi-user 
and multi-tasking mini sector, the market is considerably more 
fragmented and offers greater promise to European computer 
manufacturers in this traditionally American-dominated market. The 
micro sector offers the keenest competition, with the very low end of 
the market in particular ceded to clone developers from the Far East. 
In the PC market as a whole, the sale cf IBM PC clones accounted for 
30-40 percent of the Belgian market in 1986 and could potentially rise 
to 50 percent in 1987. U.S. producers are at a relative price 
disadvantage in this sector (though less so now because of the lower 
dollar) and should probably direct efforts elsewhere. 
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The best sales prospects are basically for the same products that are 
successful in the United States, as Belgium avidly follows the latest 
trends and developments in the American electronics market. In 
general, the demand for desktop publishing, local area networks, laser 
printers, laptop computers, and particularly engineering workstations 
will grow rapidly through 1990. Small- to medium-sized manufacturers 
should pursue a particular market niche (e.g. industrial automation, 
CAD/CAM, or communications) since such vertical specialization can best 
assure them a firm foothold in this growing market. 


Computer software: The Belgian software market will remain one of the 
fastest growing sectors in the Belgian economy. The market in 1987 is 
projected to reach $762 million and grow at an annual rate of 21 
percent in value and 35 percent by volume during the period 1988-1990, 
reaching a value of $1.3 billion by 1991, with packaged software and 
processing services pacing the rise. 


The United States is, and will continue to be, the leading foreign 
supplier of packaged software, and American companies have established 
the standards that must be met by foreign suppliers. U.S. exporters 
should continue to benefit from America’s reputation as world leader in 
the computing field, from a higher degree of brand recognition than 
their competitors, and from product superiority. 


Belgian companies are unable to afford the great expense involved in 
developing application packages on their own. Although software piracy 


is widespread in Belgium, legal action is seldom undertaken against 
such activities. 


An American company marketing in Belgium is in competition with 
products developed primarily in Europe. Therefore, success in the 
Belgian market, which is widely regarded as a continental test market, 
would likely signal marketing success elsewhere in Europe as well. 


Telecommunications equipment: There are two distinct markets for this 
equipment in Belgium: the RTT (Regie des Telegraphes and Telephones) 
and the private market. The RTT, traditionally supplied by local 
manufacturers, holds a monopoly on network equipment, the first 
telephone set and telex terminal, and some modems for the dial-up 
network. However, a recent government decision has set the stage for 
modest liberalization of the Belgian telecommunications industry by 
allowing the purchase of remaining equipment from competing sources. 
Within two years, the Belgian Government intends to create an 
independent authority to approve all terminal telecom equipment, thus 
streamlining the complex and restrictive process now in existence. 
From then on, the first telephone set and the telex terminals will no 
longer be considered an RTT monopoly. According to official 
statistics, the Belgian telecommunications market amounted to $614 
million in 1986, of which $174 million were imports. This share will 
grow steadily in the future as the liberalization for purchase of 
end-user equipment is further implemented. Although the telephone set 
market is widely considered to be saturated, Belgians are not heavy 
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telephone users. Therefore, best sales opportunities will be for 
products reflecting the newest technology applications (especially 
terminals) and for telecommunications services companies. 


Travel and Tourism: Travel and tourism to the United States is 
booming. The lower dollar exchange rate and the strong competition in 
transatlantic air fares, combined with the upward trend in Belgian 
vacation and business bookings, has resulted in an over 30 percent 
increase in travel to the United States in 1987. The trend is expected 
to strengthen, as a function of the continuing decline in the dollar, 
well into 1988, with an estimated 300,000 visitors departing Belgian 
gateways for U.S. destinations. 


A Brussels-based "Travel to the U.S.A." information center sponsored by 
80 travel-oriented businesses and the U.S. Travel and Tourism 
Administration provides information and distributes the promotional 
material of its members to the trade and general public. Hotel chains, 
state representation offices, amusement centers, and other 
travel-related companies are invited to explore the possibilities of 
interesting more Belgian visitors in their programs by contacting the 
Foreign Commercial Service, U.S. Embassy, 27 Blvd. du Regent, 1000 
Brussels, tel. (02) 513-38-30, telex 21336, or to "Travel to the 
U.S.A.", 35 rue Cardinal Mercier, 1000 Brussels, tel. (02) 511-51-82. 


Pollution Control Equipment: A recently-completed study commissioned 
by a Dutch environmental group identified Belgium and the Netherlands 
as the two worst environmental polluters in Western Europe. This 
finding, along with EC-wide directives mandating tighter pollution 
controls on engines, heating installations, and power plants, will 
likely stimulate demand for devices to reduce nitrous oxide and sulfur 
dioxide emissions and will combine with the present growing demand for 
water pollution control equipment. 


By 1988, the market for pollution control devices is expected to reach 
$173 million in current dollars. Of this amount, $137 million will be 
accounted for by imports, with the remainder provided locally under 

licensing arrangements. The United States holds about a twenty percent 
share of the market, which can be expected to grow as the dollar falls. 


Agriculture: U.S. agricultural exports to the important BLEU 
(Belgian-Luxembourg Economic Union) amounted to $385 million or more 
than 10 percent of U.S. total exports to BLEU in 1986. While the lower 
dollar will likely stimulate U.S. agricultural exports on a volume 
basis by 40 percent in 1987, the export value should increase by no 
more than 10 percent due to lower prices. Major U.S. agricultural 
exports are soybeans, coarse grains, rice, meat products, cotton, and 
tobacco. Even if we assume some further depreciation of the dollar, 
expected reduced coarse grain and soybean exports will hold 1988 
agricultural exports to the anticipated 1987 level. The main benefit 
from the lower dollar has been to increase the market potential for 


U.S. high value foods such as wine, frozen foods, fruits, nuts, and 
fish. 
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Fish: The Belgian seafood market offers excellent prospects for U.S. 
exporters because Belgian per capita annual consumption of 36 pounds is 
one of the highest in Europe. Eighty percent of this amount must be 
imported, and Belgium has a small commercial fishing fleet with no 
plans for expansion. The projected market value for seafood in 1988 is 
$336 million, the result of an annual real growth rate of 3.5 percent 
since 1985. Because price is all-important in this industry, it is 
expected that U.S. seafood exports will benefit especially strongly 
from the fall of the dollar. Best prospects include monkfish, crab, 
eel, shrimp, lobster, and crayfish. U.S. exporters may contact the 
Foreign Commercial Service seafood promotion expert resident in Belgium 
for information on marketing in Belgium and in all of Europe. Write to 
the American Consulate General, Rubens Center, Nationalestraat 5, 
B-20C0 Antwerp, or call at (03) 225-0078. 


ATTITUDES TOWARD FOREIGN INVESTMENT IN BELGIUM 


Belgium actively pursues and encourages foreign investment and accords 
national treatment to foreign investors. With its liberal investment 
policies, unrestricted exchange system, important international 
community (an estimated one-quarter of the population of Brussels is 
non-Belgian), and lack of chauvinistic/nationalistic feelings, Belgium 
has become a preferred European location for U.S. multinational firms. 


Over 900 U.S. companies have operations here, nearly 400 of which are 
regional headquarters. Many firms have found Belgium to be an 
excellent location for the hub of their regional distribution networks 
because of the country’s central location and excellent transportation 
infrastructure, including ports, road, rail and air connections. 
Another factor is the ready availability of multi-lingual personnel 
essential to a successful Europe-wide marketing strategy. 


Several factors contribute to a basically healthy investment climate: 
political and social conditions favorable to business, a high standard 
of living, a qualified and productive labor force, financial stability, 
a developed financial infrastructure and comparatively little 
government interference with business. Belgium has enacted several 
laws applicable to both foreign and domestic enterprises which are 
designed to promote industrial investment. 


Incentives take the form of interest rate subsidies, capital or 
employment grants, tax relief, and government guarantees. Of special 
interest to U.S. companies is the legislation which provides major tax 
incentives for international groups which establish coordination 
centers in Belgium and the simplified customs procedures for regional 
distribution centers which provide the basic equivalent of a "free 
port" location on a firm’s own premises anywhere in the country. 








You might be, if you don’t have current, up-to-date 
information on the countries to which you are mar- 
keting. Overseas Business Reports and Foreign 
YOU Economic Trends and their Implications for the 
United States offer country-by-country reports 


EXPORTING —hizion oe st ire 
BLINDFOLD ED? Overseas Business Reports (oBr’s) 


bring you detailed information on overseas trade and 
investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

® population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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